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PERSPECTIVES FROM THE AICPA

My purpose this morning is to express some views about
the relationships between NASBA, the state boards, and the

AICPA and some of the problems which face our respective
organizations in a rapidly changing environment.

My comments

should not be regarded as official attitudes of the AICPA
even though they obviously reflect the perspectives which

I have gained over the past six years with the Institute.
Quite frankly, I have had growing concerns about what

appeared to be a developing adversarial relationship between
NASBA and the state boards on the one hand and the AICPA on
the other.

Perhaps some tension is to be expected since the

state boards have an obligation to protect the public while the

Institute seeks to serve the interests of both the profession and
the public.

But I view with some alarm the increasing tendency

to assume that these two sets of objectives are substantially

at odds with one another and that we must be on opposite sides.
I recognize that it is important for the regulators
to be independent of the regulated and that the credibility

of that relationship be maintained.

But surely there is

room for cooperative effort between these two groups when
it comes to developing effective measures to protect the
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public.

It would be most unfortunate if we were to become

so extreme in our separateness that members of the practicing
profession would lose any opportunity to have a voice in their

own destiny.
No doubt some of the concerns about maintaining strict
independence stems from some of the current developments in

government.

It is, of course, true that there are threats

of intervention by the Federal Trade Commission.

I wonder,

however, how anxious a federal agency will be to invade
states rights and take over regulation of the profession.
It may be that the threat from this direction is somewhat

exaggerated in the minds of some.
More alarming is the existing and potential impact
of the state sunset laws.

However, I doubt that the

survival of state boards of accountancy under sunset
reviews will necessarily depend upon concerns about their
independence of the AICPA.

Indeed, if they do, we face

a major problem because the underlying fact is that a
substantial majority of state board members are members
of the Institute and the practicing profession.

While I think it is appropriate to have public
representatives on state boards, I would hope that the
practicing profession will continue to be strongly repre

sented.

This opportunity may well be lost if we fail to work
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together to achieve our common goal of serving the public

in a responsible way.

In short, let us not become too

extreme in either direction.

Independence is necessary

but let’s not lose sight of the fact that harmonious

cooperation also is required if our mutual interests are
to be realized.

Recent discussions between representatives of NASBA

and the Institute have been greatly encouraging.

As you

know, we have reached some important agreements relating to

continuing reviews of the CPA examination as well as the

relocation of your offices to avoid appearances that might

be misinterpreted.

These are positive steps that should

help in the future.

However, even though substantial progress has been
achieved toward a better mutual understanding, there remain
a number of areas that constitute a potential source of

friction.

At the risk of placing undue emphasis on the

negative, I would like to devote the balance of my remarks

to these matters.

My purpose in doing so is to try to avoid

misunderstandings in the future.

Only by a candid and forth

right exchange of viewpoints can we hope to achieve the kind

of confident and cooperative working relationship that is
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necessary if we are to cope successfully with the current
problems facing the profession.

From my vantage point, there are four general areas
in which our views may differ and which may place a strain

on our respective attitudes.

They are as follows:

1.

The CPA Examination

2.

Regulation and discipline of the profession

3.

Accountancy legislation

4.

Qualifications of foreign applicants for
CPA certificates

I would like to discuss each of these in the order mentioned.

THE CPA EXAMINATION

With respect to the CPA examination, let me first
stipulate that we are in full agreement about the need
for the state boards to fulfill their statutory obligation

to satisfy themselves regarding the appropriateness of all

aspects of the examination.

Also, we firmly believe that

the state boards should meet that responsibility by looking

to NASBA to provide an examination review service.

The

alternative of having each board perform its own review
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would not only be wasteful but wholly impracticable as well.

We believe it is entirely appropriate for the review

to cover all phases of the examination and for NASBA’s new
Review Board to report its findings directly to the state

boards.

In doing this, however, I urge that considerable

restraint be exercised.
The reviewers should keep in mind that the theories

and concepts underlying good examination policies and
procedures are subject to considerable differences of opinion
and are not easily proven or implemented.

The examination

process does not lend itself to a degree of precision that
some might expect is achievable.
The reviewers also should recognize that their recom

mendations for changes and improvements will carry great
weight since it will be politically difficult, indeed,

for the Institute’s Board of Examiners to ignore such

suggestions even if they believe them to be wrong.

To

this extent, the reviewers will be coming dangerously

close to stepping over the dividing line between being
a reviewer and a preparer.

We view this prospect with some

concern because we believe it is important for the profession

to retain the role of preparing and grading the examination
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through its Institute.

A key element in the vitality of

the profession and the Institute would otherwise be lost.

I regard the role of the reviewers as quite similar

to that of the Public Oversight Board of the SEC Practice

Section.

They have great power for good or for harm and

they must exercise that power with great care lest they

unintentionally provide a ready-made argument for a takeover

by a governmental body to the exclusion of the profession.
The review of the examination under the auspices of

NASBA also poses a question as to whether it constitutes
a conflict of interest to continue to conduct the present
critique program.

Because of its influence on the structure,

content, and administration of the examination as the alter

ego of the state boards, NASBA is likely to be viewed by many
as being both a quasi-preparer and at the same time providing

assistance to candidates.

The Institute consistently has

refrained from sponsoring a CPA coaching course because of

an obvious conflict and I suspect that NASBA may be in nearly
the same position as a result of conducting the continuing

review of the examination.

This is a matter that ought to

receive your careful consideration.
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REGULATION AND DISCIPLINE
The second major area of potential disagreement is that

of regulation and discipline under which I have included the
subjects of codes of ethics, continuing professional education

requirements, disciplinary actions, and the emergence of quality
reviews as a part of the regulatory process.

I have some

observations regarding each of these matters.

With regard to ethical codes, I would urge that we do

everything possible to retain as much uniformity as possible
between the AICPA and the state boards.

To have a host of

variations is bound to be confusing to practitioners who must

comply with them and tends to increase the number of uninten
tional violations.

I recognize that some differences may be

necessary because of the provisions of state statutes but

we ought to avoid any variations that are unnecessary.

There

is no simple way to achieve this objective but we should at
least encourage the appropriate committees of NASBA and the
AICPA to work closely and consult with each other before

changes in the ethical rules and interpretations are adopted.
A primary concern in issuing exposure drafts of proposed

changes should be to seek the views of our two organizations.
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Turning to the matter of CPE requirements, I am aware

of the existence of NASBA's standards and the present efforts

to revise them.

Here again we ought to seek a maximum degree

of uniformity to avoid burdening practitioners with the task
of keeping track of and complying with multiple sets of

requirements.
I understand that there is good communication between
the Institute’s CPE division and NASBA’s committee on this

subject.

However, I am concerned about proposals to mandate

rigid requirements in terms of subject matter.

I believe

this is premature in view of the less than complete curriculum
of courses that is presently available.

CPAs ought to be

allowed considerable latitude to determine what courses will
best enhance their competence.

I doubt that many are likely

to spend their money and time on useless courses simply to
meet CPE requirements.

If some restrictive specifications

are necessary, then I suggest that they be couched in the

broadest possible terms.

Let’s not emulate the normal

tendencies of government to over-regulate and stifle

individual freedom of choice.
One of the most important questions facing the profes

sion is the matter of discipline.

This is an extremely
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complex subject and I do not have time this morning to discuss
it in any detail.

Nevertheless, I want to raise a word of

caution about plunging ahead on a program to stimulate
aggressive action by the state boards as is being suggested

by the SEC and some of your members.
We ought to stop and ask ourselves how many layers of
discipline are necessary to assure a high level of performance

by the profession and a proper protection of the public against

I am troubled by a structure whereby a practitioner

malpractice.

can be subjected to multiple disciplinary proceedings by the
courts, the SEC, the state societies, the AICPA, and the state
boards of accountancy for the same offense.

This strikes me

as over-kill.
Perhaps the time has arrived for a complete overhaul of
the disciplinary structure.

One possibility might be the

joint creation of an independent non-profit organization,

similar to the FASB, to receive and investigate all complaints
and to conduct hearings to make a determination of guilt or
innocence.

Such an independent, free-standing body could

provide its findings to the state boards, the state societies,

and the Institute for use in imposing appropriate sanctions.

This would eliminate the duplication that currently exists
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and might well be more effective in dealing with the highly

complex technical standards cases that we must increasingly
come to grips with.

I have not developed the details of such an approach
but it offers many possibilities including the utilization

of non-members of the profession such as retired judges.
Financing would, of course, be a problem but I believe that
it could be solved by a combination of contributions and fees

required as a condition to membership or holding of a CPA
certificate.
Whether or not this is a good idea, I suggest that the
time is ripe for NASBA and the Institute to jointly reexamine

the whole approach to disciplining the profession.

Let’s

not charge ahead with adding more layers and patches to

what is obviously an outdated structure.

It seems to me

to be a form of madness to proceed with attempts to crank
up fifty different jurisdictions with all of the lack of
uniformity, duplication, and unevenness of sanctions that

such a course entails.

If We persist in going this direction, however, we
should at the very least find a way to better coordinate
the activities of the AICPA's joint enforcement program
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with those of the state boards.

The AICPA is by no means

blameless in this area but I find it astounding that after
years of referring the results of AICPA trial board actions

to state boards, we can’t recall having learned of a single
case where the state boards took action.
A final matter under the general heading of regulation

and discipline is the emerging thought on the part of state

boards to impose peer reviews on CPA firms either as a sanc

tion or as a requirement for the right to practice.

There

is a serious danger that this will result in another expensive,
burdensome hodgepodge of duplicate standards and reviews.

It

is all the more troubling when one realizes that some of the

state societies are also establishing their own peer review
programs.
Peer reviews under the best of circumstances are going

to be complex, costly, and difficult to administer.

Their

objectives may be quite different depending upon whether a
quality control systems approach or an engagement approach
is adopted.

At the risk of sounding like I am protecting a juris
diction, I believe the state societies and the state boards
ought to hold their fire until we at least get standards in
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place and gain some experience in the division for CPA firms.
In the meantime, it may be desirable to appoint a joint group

of representatives of NASBA, the state societi
es, and the
AICPA to consider how an integrated approach to peer review

might be structured to avoid what is otherwise likely to

be massive confusion.

If any one of a multiple set of peer

review programs is found to be substandard, the credibility

of all of them is almost certain to be diminished.

It is

important, therefore, to exercise great care lest the whole
program wind up doing more harm than good in terms of public

confidence in the profession.

LEGISLATION

Turning now to a third broad area, I would like to
comment briefly on the subject of state legislation affecting
the accounting profession.

It is my understanding that NASBA

and the state boards have become increasingly involved in
supporting or opposing proposed legislation.

While under

certain circumstances I have some doubts about the propriety

of such involvement, I can certainly understand the need for
state boards to supply information based upon their experience,

for the guidance of legislators.

I would hope, however, that

NASBA, the state societies, and the AICPA will not, at some
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point, find themselves working at cross-purposes.

If this

were to happen, the effectiveness of all three groups would
very likely be adversely affected.

The development of duplicate model bills poses the pos
sibility that we may find ourselves in this position.

It

may be that the difference in roles and responsibilities

justifies differences in our legislative positions but I
hope these can be kept to a minimum.

In any event, I urge

that the responsible committees of NASBA and the AICPA

maintain the closest possible liaison to avoid any unnecessary
differences.

QUALIFICATIONS OF FOREIGN APPLICANTS
A final subject which I wish to discuss is that of

determining qualifications of foreign applicants for CPA
certificates.

I’m certain that you are all aware of the

problems being experienced by the California Board in

dealing with applicants from the Philippines.

This

situation, as well as others, are arising with increasing

frequency as a result of the influx of candidates from
other countries.

In an informal poll of a sample of the

state boards, we found that the numbers involved are reaching
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proportions which no longer permit benign neglect.

Further

more, we are under current pressure from the English Institute
of Chartered Accountants to do something about the alleged
injustices that are occurring in the evaluation of educational
equivalency.
Up to the present time, the problem of evaluating the

qualifications of foreign applicants has been dealt with in
a haphazard manner, at best.

The AICPA’s former international

qualifications appraisal committee (IQAC) made valiant attempts
to determine equivalency of education, experience, and exam

ination requirements in Canada and the Philippines.

However,

when a similar committee of the Canadian Institute tentatively
concluded that the qualifications of English Chartered Ac
countants were not equivalent to Canadian requirements, all

hell broke loose.

It was at this point that we reconsidered

whether the work of IQAC should be continued and concluded
that it is impossible to objectively determine equivalency.
Not only is vital information often not available, but the

great differences in educational systems, customs, laws,

structures of the profession, and approaches to granting
entrance to the profession make evaluations of equivalency

akin to comparing apples to oranges.
It seems clear to me that attempts to determine

- 15 -

equivalency are doomed to failure as a solution to the problem

of how to deal with foreign applicants.

Therefore, I believe

we need to devise a better answer to this important problem.
Some may not be overly

concerned but as one who has been

heavily involved internationally, I believe a great deal

is at stake for the long-range future.
If we want to avoid increasing restrictions on U. S.
CPAs practicing overseas, we need to take the lead toward

more liberal reciprocity policies.

Furthermore, it is in

our own best interest to support the internationalization

of the profession through the new International Federation
of Accountants if we are to avoid discrimination against us
by the profession overseas, particularly in the common market

countries.

Also, there is a serious danger that the United

Nations may take over the setting of international accounting
standards if we fail to stand together and work closely with
our colleagues overseas.

An important part of that relation

ship is being less self-protective in granting the right

to practice in the U. S. by foreign members of the profession.
In the absence of a better solution, I have proposed
the following program:
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1.

Base all future judgments about qualifications

of foreign applicants on

a.

Verification that the applicant is a
member in good standing in his own

country
b.

Require the applicant to pass a special
examination prepared and graded by the
AICPA and administered either by NASBA
or the AICPA

2.

Discontinue attempts to determine equivalency

of educational and examination requirements
I am aware of the objections that are being expressed
regarding these suggestions.

Some are concerned that non

licensed domestic accountants may seek to become licensed
through a similar special examination.

Others become

emotionally aroused by the prospect of foreigners being
granted CPA certificates in states where our own CPAs are

being denied domestic reciprocity.
My answers to these objections are simple.

Having

either NASBA or the AICPA conduct the examination as an
advisory service to the state boards should insulate them

from the non-licensed accountants

problem.

Also, it should
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be recognized that foreign applicants are already fully

qualified in their own countries which is not true of
domestic unlicensed accountants.
With respect to the domestic reciprocity issue, I

suggest that the present situation is ridiculous.

The

state boards ought to find a way to remove the present
barriers to full reciprocity for domestic applicants.
If they do not, they invite attempts to establish a national
certificate as witness the Eli Mason proposal and the Moss

legislation.
Finally, while there are risks involved with my
proposals, they are not so severe as to warrant letting

the problem fester.

No one has posed a better solution

and until they do, I believe we ought to push forward.

The AICPA Board of Directors has authorized the develop

ment of specifications and procedures for a special examination

to deal with this matter.

A new committee is being appointed

and hopefully, in due time, a detailed proposal will be

exposed for comment.

In the meantime, I urge you to take a wait and see
attitude.

Much will depend upon the depth and content of
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the examination and you will have ample opportunity to defeat
the proposal if you find it unacceptable.

I would hope that

you would keep an open mind on the subject so that we can
arrive at a mutually acceptable solution to a very difficult
and complex problem.

CONCLUSION

We are obviously operating in times of rapidly changing

expectations and needs.

We need to rethink our traditional

approaches and devise new solutions to the problems that are

becoming more urgent.
There are, of course, risks in making changes but the

alternatives to taking such risks may be worse.

By working

together, NASBA, the state societies, and the AICPA can do

what is right for the public and the profession, which is not

necessarily inconsistent as some seem to believe.
As a representative of the AICPA, I stand ready to do

all that I can to promote a joint approach and a sharing of
the development of workable and effective answers to the

challenges we all face.

